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MEETING MINUTES1

Meeting Date: October 5, 2010
Meeting Time: 10:00 A.M.
Meeting Place: 3000 Kent Avenue, Purdue Technology

Center
Meeting City: West Lafayette, Indiana
Meeting Number: 3

Members Present: Rep. Scott Reske, Co-Chairperson; Rep. Suzanne Crouch; Sen.
Brandt Hershman, Co-Chairperson; Sen. Sue Errington; Sonny
Beck; Mark GiaQuinta; Gary Lehman; Mark Becker; Jeff Quyle; Tom
Easterday; Mickey Maurer; Mitch Roob.

Members Absent: Nancy Guyott; Mayor Shawna Girgis; Al Hubbard; Angela Faulkner.

Co-Chairman Sen. Hershman called the meeting to order shortly after 10:00 a.m. 

After brief introductions of committee members and comments by the Co-Chairmen on the
focus of the Committee, the meeting proceeded with presentations by various speakers. The
topics focused on entrepreneurship, venture capital, economic development tax incentives,
Indiana’s business tax climate, benchmarks and best practices, and cultural issues affecting
economic development.

I. Vic Lechtenberg, Purdue University

Dr. Vic Lechtenberg, Vice Provost for Engagement, Purdue University, spoke about Purdue
University’s and the Purdue Research Foundation’s roles in Indiana economic development
(Exhibit A).  He provided some history on the Purdue Research Park and remarked that it was
the first certified technology park (CTP) designated in Indiana in 2004. Purdue Research
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Foundation has also branched out into other communities by starting CTPs in Merrillville, New
Albany, and at the Indianapolis airport. Dr. Lechtenberg informed the Committee about the
Technical Assistance Program, which served 541 clients in the past year. The program helps
companies transition to advanced manufacturing, and helps retain jobs. In addition, Purdue
University has 250 research partnerships and 23 master agreement partnerships. Dr.
Lechtenberg suggested that companies value education opportunities for employees, which
helps attract businesses to the area. Furthermore, Purdue University works closely with the
IEDC to recruit companies to the area.

II. Mitch Roob, IEDC

Mr. Mitch Roob, Secretary of Commerce and CEO of the IEDC, presented information on the
21  Century Research and Technology Fund, the Economic Development for a Growingst

Economy (EDGE) tax credit, and the Hoosier Business Investment (HBI) tax credit (Exhibit B).
He remarked that the EDGE tax credit has served Indiana well. The EDGE tax credit is
refundable and is calculated based upon job creation. Mr. Roob reported that about half of the
EDGE credits certified are claimed on tax returns. The HBI tax credit is nonrefundable and is
based on qualified capital investment. Mr. Roob remarked that the HBI tax credit would be too
expensive if it were made refundable. He reported that three companies are receiving EDGE for
Retention tax credits and that IEDC training grants are generally used for competitive
transactions only due to lack of funds.

Mr. Roob invited the following individuals to testify concerning the 21  Century Fund: Mr. Jeffst

Ready, CEO, Scale Computing; Mr. Ron Ellis, CEO, Endocyte; Mr. Chris Baggott, CEO,
Compendium; Dr. Michael Hicks, Ball State University; and Mr. Ray Leach, JumpStart. 

Mr. Ready explained how the 21  Century Fund assisted Scale Computing by providing grantsst

to help leverage capital investment. Mr. Ellis also explained the importance of the 21  Centuryst

Fund in providing early stage funding to encourage capital investment. Mr. Baggott informed
the committee that startup expenses consist of legal advice, utilities, and the renting of space.
He suggested that local communities can assist startups by providing office space. Mr. Baggott
also reiterated that the 21  Century Fund is an important tool for startups when trying to securest

capital investment.

Dr. Michael Hicks, Ball State University, was recognized to inform the committee about a Ball
State University evaluation of the 21  Century Fund. He explained that the evaluation includedst

a process evaluation and an evaluation of the 21  Century Fund’s economic impact. Hest

explained that proposals to receive funding from the 21  Century Fund must undergo a peerst

review process and business plan review and that Indiana’s 21  Century Fund is more focusedst

on funding commercialization than similar funds in other states. Dr. Hicks reported that the state
has invested about $238 M in the 21  Century Fund over 10 years, which has attracted aboutst

$760 M in venture capital investment. He estimated that the cost of each job created was about
$11,000. Dr. Hicks remarked that a return on investment evaluation requires 15-20 years of
data. As a result, this type of evaluation on the 21  Century Fund can’t be done for another fivest

to ten years.

Finally, Mr. Roob introduced Mr. Ray Leach from JumpStart to speak about JumpStart’s history,
current endeavors in northern Indiana, and how the 21  Century Fund can assist in thesest

endeavors. JumpStart is a nonprofit venture development organization that was created in 2004
in Cleveland, OH. JumpStart encourages entrepreneurial ventures by providing investment. Mr.
Leach reported that there are 25 national foundations willing to invest about $800 M to $1 B to
transform regions through economic development. JumpStart is currently focusing on 8 regions
and will soon expand to 11. Three of these regions are northwest, north central, and northeast
Indiana. Mr. Leach stated that the 21  Century Fund is a huge asset to Indiana because it is ast
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mechanism to help leverage private capital investment.

III. Scott Hodge, Tax Foundation

Mr. Scott Hodge, President and CEO, Tax Foundation, testified on ways to improve Indiana’s
business tax climate (Exhibit C). Mr. Hodge said that Indiana’s flat individual income tax rate is
attractive to pass-through entities, such as S-corporations, limited liability companies, and
partnerships. However, the corporate income tax rate is considered high compared to other
states and countries. Mr. Hodge recommended lowering the corporate income tax rate,
preferably to the same rate as the individual income tax rate, so that the rate difference would
no longer affect business organization decisions. He also recommended that the state not rely
on business incentives to generate economic activity in the state.

IV. Dagney Faulk, Ball State University Center for Business and Economic Research

Dr. Dagney Faulk, Research Director, Ball State University Center for Business and Economic
Research, provided testimony on research she has conducted concerning the effectiveness of
“statutory” job creation tax credits in Georgia. Businesses may claim this type of credit provided
the business meets requirements set in statute. These credits do not require any negotiation
with or approval by a state agency. Dr. Faulk’s research focused on whether these tax credits
helped to create jobs that would not have been created otherwise, and if the tax credits affected
job creation in distressed areas. Her findings were that about 75% of jobs created would have
been created without the incentive, and that the tax credits were not effective in assisting job
creation in distressed areas. 

V. Michael Hicks, Ball State University Center for Business and Economic Research

Dr. Michael Hicks, Director, Ball State University Center for Business and Economic Research,
presented findings from research that he has conducted concerning the effectiveness of
“discretionary” job creation tax credits. These are tax credits that require a business to
negotiate with and obtain approval from a state agency (similar to Indiana’s EDGE tax credit).
Dr. Hicks examined the Michigan Economic Growth Authority (MEGA) tax credit. He found no
evidence to support that the MEGA tax credit created more jobs in the targeted business
sectors and found no net growth in employment. Dr. Hicks indicated that other research on the
MEGA tax credit suggests that the tax credit does affect employment growth. Dr. Hicks
suggested that low tax rates and a broad tax base are preferable, and that incentives may hide
problems in a state’s tax structure.

VI. David Lewis, Eli Lilly and Co.

Mr. David Lewis, Vice President for Global Taxes, Eli Lilly and Co., provided testimony on
benchmarks and best practices in economic development (Exhibit D). Mr. Lewis provided
background information on Eli Lilly’s impact on Indiana and how the pharmaceutical industry is
facing challenges, especially the large number of patent expirations in 2011. He expressed that
the Indiana Research and Development tax credit is important and recommended that Indiana
focus on lowering the corporate income tax rate. Mr. Lewis also remarked that the federal
corporate tax rate should be lowered and suggested that state governors put pressure on the
federal government to do so. Mr. Lewis encouraged the committee to consider the possible
long-term effects of policies to assist economic development in Indiana.

VII. Tetia Lee, Tippecanoe Arts Federation

Tetia Lee, Executive Director, Tippecanoe Arts Federation, testified on the relationship between
cultural issues and economic development (Exhibit E). Ms. Lee explained that the arts help to
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develop creativity and innovation. She also remarked that young professionals can be retained
through providing cultural amenities and that site consultants are interested in cultural amenities
in communities. Ms. Lee reported that 80% of her organization’s funding comes from the private
sector, but that state funding is vital. 

Rep. Crouch distributed a letter to the committee from the University of Southern Indiana
concerning policies and funding for the advancement of entrepreneurship (Exhibit F).

Sen. Hershman announced that the testimony on the impact of the personal property tax on
agricultural equipment will be heard at the next meeting of the committee. Sen. Hershman and
Rep. Reske will determine the date of the meeting. Sen. Hershman requested that the
members begin to develop recommendations to be included in a final report, which will be acted
upon at the final meeting of the committee. 

Sen. Hershman adjourned the meeting at 4:00 p.m. 
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